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. What Motivates Us? 

. Why Do We Exchange Things? 

. What Do Prices "Know" That You Don't? 

. Externalities: When Is a Potato Chip Not Just a Potato Chip? 
. The Unintended Consequences of Price Controls 

. Should You Be Allowed to Buy or Sell Your Kidney?: Limits 


on Markets 


. Is Price Gouging Immoral?: A Thought Experiment 
. Middle Men and Market Efficiency 


What Motivates Us? 

Professor Mario Villarreal-Diaz of the Instituto Tecnolégico y de Estudios 
Superiores de Monterrey explains how incentives, whether they be 
monetary or non-monetary, drive the economy. 

https://www. youtube.com/embed/kiG_OZIzDx0 


"What Motivates Us?" by the Institute for 
Humane Studies 


Description 

Professor Mario Villarreal-Diaz of the Instituto Tecnolégico y de Estudios 
Superiores de Monterrey explains how incentives, whether they be 
monetary or non-monetary, drive the economy. 

Exercise: 


Problem: In a market economy, prices act as valuable 
a. regulations. 
b. signals. 


c. barriers to entry. 
d. advertisements. 


Solution: 


b. signals. 


Why Do We Exchange Things? 

Why do we exchange things? In this video, Professor Michael Munger of 
Duke University explains that exchange helps correct mistakes in the 
allocation of resources and makes everyone involved happier. 
https://www.youtube.com/embed/W-qGYIRtCcM 


"Free Market Economics: Why Do We 
Exchange Things?" by the Institute for 
Humane Studies 


Description 

Why do we exchange things? In this video, Professor Michael Munger of 
Duke University explains that exchange helps correct mistakes in the 
allocation of resources and makes everyone involved happier. 

Exercise: 

Exercise 


Problem: 


In a world of scarce resources, each voluntary transaction will make 
the people involved 


a. disappointed. 

b. more concerned with finances. 
c. happier. 

d. greedier. 


Solution: 


c. happier. 


What Do Prices "Know" That You Don't? 

According to Professor Michael Munger of Duke University, prices are akin 
to magic. In this video, Professor Munger explains how prices convert 
countless pieces of dispersed, complex information into a single signal that 
conveys to sellers what they should do to best benefit society. 


"What Do Prices 'Know' That You Don't?" 
by the Institute for Humane Studies 


Description 

According to Professor Michael Munger of Duke University, prices are akin 
to magic. In this video, Professor Munger explains how prices convert 
countless pieces of dispersed, complex information into a single signal that 
conveys to sellers what they should do to best benefit society. 

Exercise: 


Problem: In a free market economy, prices are the best substitute for 


a. altruism. 

b. the fair value of the product in question. 
c. technical skill. 

d. perfect information. 


Solution: 


d. perfect information. 


Externalities: When Is a Potato Chip Not Just a Potato Chip? 

Trade benefits both buyers and sellers, but what happens when the 
transaction affects a third party? In this video, Professor Michael Munger of 
Duke University defines the term externality and explains different ways to 
solve the problem of externalities. 


"Externalities: When Is a Potato Chip Not 
Just a Potato Chip?" by the Institute for 
Humane Studies 


Description 

Trade benefits both buyers and sellers, but what happens when the 
transaction affects a third party? In this video, Professor Michael Munger of 
Duke University defines the term externality and explains different ways to 
solve the problem of externalities. 

Exercise: 


Problem: 
An externality occurs when a transaction between two people 
a. affects a third person, without that third person’s permission. 
b. affects the two people in ways they did not intend. 
c. is affected by government intervention. 
d. occurs, but not in a free market. 


Solution: 


a. affects a third person, without that third person's permission. 


The Unintended Consequences of Price Controls 

Professor Antony Davies of Duquesne University explains that prices are 
metrics that respond to value and attempts to control prices generate 
unintended consequences. 


"Unintended Consequences of Price 
Controls" by the Institute for Humane 
Studies 


Description 

Professor Antony Davies of Duquesne University explains that prices are 
metrics that respond to value and attempts to control prices generate 
unintended consequences. 

Exercise: 


Problem: 


Price controls have negative unintended consequences because they 
treat prices as 


a. incentives instead of tools. 

b. levers instead of metrics. 

c. gains instead of losses. 

d. opportunities instead of regulations. 


Solution: 


b. levers instead of metrics. 


Should You Be Allowed to Buy or Sell Your Kidney?: Limits on Markets 
Should we be allowed to sell our kidneys? What about sex? How about our 
blood? Should there be limits on what we can and can’t buy? In this video, 
Professor Peter Jaworski of Georgetown University asks students for their 
opinion on what should and shouldn’t be off limits — and the results might 
surprise you. 

https://www.youtube.com/embed/9¢ thuugJPmA 


"Should You Be Allowed to Buy or Sell 
Your Kidney?" by the Institute for Humane 
Studies 


Description 

Should we be allowed to sell our kidneys? What about sex? How about our 
blood? Should there be limits on what we can and can’t buy? In this video, 
Professor Peter Jaworski of Georgetown University asks students for their 
opinion on what should and shouldn’t be off limits — and the results might 
surprise you. 


Watch on YouTube 
https://www. youtube.com/watch?v=9¢ lhuugJPmA 


Discussion Questions 


Prof. Taylor believes you should be allowed to sell your kidneys, just as you 
can pay for medical procedures. Do you agree with him? Why do you think 
selling a kidney is different than selling any other thing you own? 


Is Price Gouging Immoral?: A Thought Experiment 

Many people would say increasing prices on certain goods during such an 
emergency is immoral, but Professor Matt Zwolinski of the University of 
San Diego argues that price gouging may be the best way to allocate scarce 
resources in an emergency. 

https://www. youtube.com/embed/h9QEkw6_ O6w 


"Is Price Gouging Immoral? Should It Be 
Illegal?" by the Institute for Humane Studies 


Description 

Many people would say increasing prices on certain goods during such an 
emergency is immoral, but Professor Matt Zwolinski of the University of 
San Diego argues that price gouging may be the best way to allocate scarce 
resources in an emergency. 

Exercise: 


Problem: When price gouging is illegal, goods will be distributed to 


a. whoever needs them the most. 

b. no one. 

c. whoever can make the purchase most quickly. 
d. everyone equally. 


Solution: 


a. whoever needs them the most. 


Middle Men and Market Efficiency 

Most people don't think very highly of them ticket scalpers, middle men, 
and people who scour the secondary market for profit. Professor Stephen 
Davies of the Institute of Economic Affairs says they serve an important 
function in the marketplace. Professor Davies explains. 
https://www.youtube.com/embed/b3xILIpJF54 


"I Bet You Thought You Were Supposed 
to Hate These Guys" by the Institute for 
Humane Studies 


Description 

Most people don't think very highly of them ticket scalpers, middle men, 
and people who scour the secondary market for profit. Professor Stephen 
Davies of the Institute of Economic Affairs says they serve an important 
function in the marketplace. Professor Davies explains. 

Exercise: 


Problem: Economic value is created by 


a. work and perseverance. 
b. the stock market. 

c. the upper class. 

d. trade and exchange. 


Solution: 


d. trade and exchange. 


